47 YEARS OF SERVICE TO AMERICA'SSMALL BUSINESS:
THE U.S. SMALL BUSINESSADMINISTRATION, 1953-2000

Since its founding on July 30, 1953, the U.S. Small Business
Administration has delivered about 20 million loans, loan guarantees,
contracts, counseling sessions and other forms of assistance to small
businesses.

The SBA was officially established in 1953, but its
phi | osophy and m ssion began to take shape years earlier in
nunber of predecessor agencies, largely as a response to the
pressures of the Great Depression and World War 11.
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The Reconstruction Finance Corporation (RFC), created by
Presi dent Herbert Hoover in 1932 to alleviate the financial
crisis of the Geat Depression, was SBA's grandparent. The
RFC was basically a federal |ending programfor all businesses
hurt by the Depression, large and small. It was adopted as
t he personal project of Hoover's successor, President Franklin
D. Roosevelt, and was staffed by sone of Roosevelt's npst
capabl e and dedi cated workers.

Concern for small business intensified during World War
I, when large industries beefed up production to accommodate
wartime defense contracts and smal |l er businesses were |eft
unable to conpete. To help small business participate in war
production and give them financial viability, Congress created
the Smaller War Plants Corporation (SWC) in 1942. The SWPC
provi ded direct |loans to private entrepreneurs, encouraged
| arge financial institutions to make credit available to small
enterprises, and advocated small business interests to federal
procurenent agencies and big businesses.

The SWPC was di ssolved after the war, and its | ending and
contract powers were handed over to the RFC. At this tine,
the OOfice of Small Business (OSB) in the Departnent of
Commerce al so assuned sone responsibilities that would | ater
beconme characteristic duties of the SBA. Its services were
primarily educational. Believing that a |lack of information
and expertise was the main cause of small business failure,

t he OSB produced brochures and conducted managenent counseling
for individual entrepreneurs.

Congress created another wartinme organization to handle
smal | busi ness concerns during the Korean War, this tinme
called the Small Defense Plants Adm nistration (SDPA). Its
functions were simlar to those of the SWPC, except that
ultimate |l ending authority was retained by the RFC. The SDPA
certified small businesses to the RFC when it had determ ned



t he busi nesses to be conpetent to performthe work of
gover nment contracts.

By 1952, a nove was on to abolish the RFC. To continue
the inmportant functions of the earlier agencies, President
Dwi ght Ei senhower proposed creation of a new small business
agency -- the Small Business Adm nistration (SBA).

In the Smal |l Business Act of July 30, 1953, Congress
created the Small Business Adm nistration, whose function was
to "aid, counsel, assist and protect, insofar as is possible,
the interests of small business concerns.” The charter also
stipulated that the SBA would ensure small businesses a "fair
proportion” of government contracts and sal es of surplus

property.

By 1954, SBA already was maki ng direct business |oans and
guar ant eei ng bank [ oans to small busi nesses, as well as making
| oans to victinms of natural disasters, working to get
gover nment procurenent contracts for small businesses and
hel pi ng busi ness owners with managenent and technical
assi stance and busi ness training.

The I nvestnent Conpany Act of 1958 established the Snal
Busi ness I nvest ment Conpany (SBIC) Program under which SBA
i censed, regulated and hel ped provide funds for privately
owned and operated venture capital investnent firnms. They
specialized in providing |ong-term debt and equity investnents
to high-risk small businesses. |Its creation was the result of
a Federal Reserve study that discovered, in the sinplest
ternms, that small busi nesses could not get the credit they
needed to keep pace with technol ogi cal advancenent.

I n 1964, SBA began to attack poverty through the Equal
Opportunity Loan (EOL) Program The EOL Programrel axed the
credit and collateral requirenents for applicants |living bel ow
the poverty level in an effort to encourage new busi nesses
t hat had been unable to attract financial backing, but were
neverthel ess sound comrercial initiatives.

Over the past 47 years, SBA has grown in ternms of tota
assi stance provided and its array of prograns tailored to
encourage small enterprises in all areas. SBA' s progranms now
i nclude financial and federal contract procurenent assistance,
managenent assi stance, and specialized outreach to wonen,

m norities and arned forces veterans. The SBA al so provides
|l oans to victinms of natural disasters and specialized advice
and assistance in international trade.

Nearly 20 million small businesses have received direct
or indirect help fromone or another of those SBA prograns
since 1953, as the agency has becone the governnent's nost
cost-effective instrunent for econom c devel opnent. |In fact,
SBA's current business | oan portfolio of roughly 219, 000 | oans



worth nore than $45 billion makes it the |largest single
fi nanci al backer of U.S. businesses in the nation.

Over the past 10 years, (FY 1991-2000), the SBA has hel ped
al nost 435,000 snmal |l businesses get nore than $94.6 billion in
| oans, nore than in the entire history of the agency before
1991. No other lender in this country — perhaps no other
| ender in the world — has been responsible for as nmuch snal
busi ness financing as the SBA has during that tinme.

Since 1958, SBA's venture capital program has put nore than
$30 billion into the hands of small business owners to finance
their growth.

Last year alone, the SBA backed nore than $12.3 billion in
| oans to small businesses. Mire than $1 billion was nade
avai l abl e for disaster |oans and nore than $40 billion in
federal contracts were secured by small businesses with SBA' s
hel p.

SBA continues to branch out to increase business
participation by wonmen and m norities along new avenues such
as the mnority small business program m crol oans and the
publication of Spanish | anguage informational materials.

There are those who argue that big businesses, profiting
from "econom es of scale,” can produce far nore efficiently
than small businesses. But small business is where the
i nnovati ons take place. Swifter, nore flexible and often nore
daring than big businesses, small firms produce the itens that
l'ine the shelves of America's museuns, shops and hones. They
keep intact the heritage of ingenuity and enterprise and they
hel p keep the "American Dreani within the reach of mllions of
Americans. Every step of the way, SBA is there to help them
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